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MEMORANDUM FOR ASSISTANT 5ECRETARY OF DEFENSE (COMMAND,
CONTROL, COMMUNICATIONS AND INTELLIGENCE)

SUBJECT : General Accounting Office Final Report GAO/
AIM12/NsIAD-94-lol , “DEFENSE MANAGEMENT: Stronger
Support Needed for Corporate Information Management

,to Succeed,” Dated April 12, 1994 (GAO Code 510943),
OSD Case 9652--PREPARATXON OF THE PROPO SED DOD
~sF@NsE TO TRE GAO FIN AL REP ORT

On April 12, 1994, the Department of Defense (DoD) received
the subject General Accounting Office (GAO} final report for
comment. A copy of both the transmittal letter and report is
enclosed. Since the report includes recommendations to the
Department, a DoD response is required. To meet the 60-day
statutory comment requirement, the proposed response is due
to our office no later than Hay 27.

An advance copy of the report previously was provided to your
action officer, Ms. Sally Brown--703-614-0301. In addition,
advance co~ies of the re~ort were distributed to the following
collateral-action office-points of contact:

●

9

●

*

ARMY

NAVY

AIR FORCE

OUSD(A&T)/OD,API
/ODUSD(ES)
/oDusD {L)
/OD ,DP

OUSD{P)

oUSD(PSR)
.

OASD(EA)

OASD ( RA)

OCOMP, DOD

COL John Boynton --703-695-6000

Ms. Patsey Gates--703-602-6068

MM Bob Dorsey--7O3-695-l7O4

Dr. Leland Jordan--7O3-693-2982
Ms. Marilyn Slater--7O3-7S6-5642
Ms. 11.E. B@a%ti@--7O3-697-6O56
COL Al Pichon--7O3-285-6505

Hr. Ron Larson--7O3-695-5495

m . Jaanne Fites--7O3-6l4-397O

Ms. Bobbia Nuttor--7O3-756-a7Ol

h . El18s EXfd3r*y--7O3-697-4334

Hr. Dave Tiedgen--703-693-8342
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● JOINT STAFF

* DISA

Mr. Joe Toma--7O3-695-7lS5
?&• Paul Fang --703-695-6276

Dr. 13. Leeng-Kong --703-285-5701
Xr. 1?. William Tafte--7O3-756-474O

*****

In April 1994, the GAO provided the draft report for an
accuracy check and general comments. The Department was not,
however, offered an opportunity to comment officially. At
the meeting with the GAO (at which the draft was informally
discussed), the Department indicated general disagreement with
the report findings, but generally agreed with the recommenda-
tions. Although there were several of areas of disagreement,
the DoD most strongly disagreed with the GAO assertions that
(1) little re-engineering had been accomplished, (2) results
have been minimal, and (3) as result, the Department 1s at
risk of automating existing inefficient processes.

The Department pointed out that, to date, the Department had
undertaken over 230 projects, many of which are showing signi-
ficant savinqs and major innovative improvements. According
to the DoD, ; few sam~les of those improvements were,
as

●

●

9

follows:

The Under Secretary of Defense for Logistics
initiated an effort to apply commercial electronic
data interchange standards to more than 1 billion
annual logistics transactions --and some 425 separate
transaction formats were being reduced to 24 cmmer-
cial transaction sets.

Reengineering analysis was also applied to Programmed
Depot Maintenance, one of the most complex logistics
operations in the DoD. The DoD estimated the cash
recovery to investment ratio for the new system to
be at 5 to 1. (The DoD advised the system had already
been deployed to eight logistics centers.)

In the area of consumable items management, the
replenishment cycle time for small purchases had been
reduced from 100 days to 4 days and included an estimated
reduction in annual overhead costs of $100 million.

=.

In the area of deployment preparation, process
reengineering efforts had identified a potential of
70 percent reductions in manhours needed for soldier
readiness processing --with dollar savings estimated
at $4 million over a six-year life cycle.
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Concerning the reenqineerinq business process versus systems
migration; the DoD pointed out that the Department and-the
GAO have a difference of opinion on the proper balance bet-
ween reengineering and systems migration. The DoD noted that
allocating resources between system migration selection and
business process reengineering is a challenging balancing
act-- for example, some managers have chosen to select a migra-
tion system as a prelude to process reengineering while others
are doing process reengineering analysis prior to migration
systems selection. It was the DoD position that, in both
cases, it is a deliberate allocation of resources to get
the best return on investment.

*
The DoD also pointed out that it is not uncommon in process
reengineering to find existing information systems can meet
the reengineered information need-- thereby avoiding investment
in an entirely new system. The DoD cited the example where
the consumables reengineering effort produced an annual
savings of $100 million for a $300 million program by employ-
ing greatly simplified procurement techniques--resulting in
requiring only minor changes to an existing information sys-
tem. According to the DoD, that was also true for spectrum
frequency assignment, where minor changes provided adequate
information support using existing information systems.

our review indicates that, for the most part, many of the DoD
suggested changes and/or corrections have been incorporated
into the final report. The GAO also appears to have attempted
to revise the tone of the report to recognize some of the
efforts being made by the Department in implementing Corporate
Information Management --rid revised the report to indicate the
Enterprise Model and the Booz-Allen Study are draft documents.
Other more significant changes are as follows:

● R ~Qrt ~itle-- Changed report title to--F’DEFENSE
&AGEMENT: Stronger Support Needed for Corporate
Information Management Initiative to Succeed” (from
the more negative title of the draft report, “Stronger
Support Needed for Faltering Corporate Information
Management to Success) .

● J?aae Z* Footnote l--Revised Corporate Information
Management savings from $36 billion to $2.2 billion
(as a result of DoD comments).-.

● US 2* Paraar a~h Z--Revised to state that, in other
areas gains have been marginal instead of the phrase
~~little visible gain” used in the draft report.

● ?aa e3 Par auraDh 1--Revised to state that the DoD
does not have a Chief Information Officer instead of
the DoD needs a Chief Information Officer.
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●

paae 4. Paraqranh l-- Deleted the statement that a
basic tenet of the Corporate Information Management
implementation plan is that Defense should manage
its resources centrally.

Paae 6a Paraa raph 3-- Deleted the statement that the
original unsubstantiated Corporate Information
Management $36 billion savings benchmark had been
abandoned (which had appeared on Page 6, Para-
graph 3 of the draft report) .

yaae 6. Paruur Pll 4--Revised’ to recognize the dif-
fic+ty in validating and tracking costs and to
acknowledge the DoD position on the feasibility
and value of collecting cost data.

P-i e 7. Paraur anh 2--Revised to recognize that DoD
had made some progress and to delete the reference
to the dollar target for Corporate Information
Management savings.

3 u 7* P a Dh 3--Deleted the statement that
!~~o~t~~ofa&rSoD efforts are focused on migration
Systexllss--instead, now stating that current Defense
efforts “focus” on migration systems.

J?aae 7. ParacrraBh 4--Revised to reflect 54 systems
will be eliminated instead of 40 systems. Deleted
the statement that seeking short term gains through a
migration systems strategy is a practical approach in
some functional areas. Revised to state that, in some
cases DoD had not sufficiently analyzed migration
systems (instead of the DoD had not sufficiently
analyzed migration system implementation) . Revised
to state that the Principal Deputy Comptroller
reversed the decision on the selection of the
Defense Logistics Agency system.

?a- 8. Paraur arhs 2 and 2 of the Draft ReDort”-
Deleted the discussion regarding the Defense Distri-
bution System.

Paue 8. Parauramh 4--Added a paragraph to address the
basis for the GAO assessment of the DoD progress in
reengineefing business areas.

F~ e $--Revised to state that functional
areas had completed relatively few functional economic
analyses ... instead of stating that none of the areas
had completed functional economic analyses ....
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Pw? u la* Far ikcfrhrlh I--Added & sentence to note the
support provided by the Secretary of Defense, as
reflected in his February 26, 1994 letter.

Y=fe 10, ParacrraBh a--Revised the number of projects
underway to improve business processes from 200 to 230.

J?at3* 11. Paraqr aDh 2--Added a paragraph discussing a
major DoD technical initiative--the Software Reuse
Initiative Vision and Strategy.

paau 11. ParaqsaDh 3--Added a sentence to note that
the Qeputy Secretary of Defense. issued a memorandum
in October 1993 directing completion of data
standardization within 3 years.

Pa 12 * P& cm B --Deleted the statements that
(?)ethe Def%eae;e:utive level leadership and mid-
level managers must take a more active and visible role
in Corporate Information Management implementation and
(2) Defense should consider convening an advisory group
of experts to provide an independent assessment 9which
had been included on Page 12, Paragraph 2 of the
draft reportO.

?-* 12* Paraur atsh 4--Revised to recognize that
the Assistant Secretary of Defense (Command, Control,
Communications, and Intelligence) does not have suffi-
cient authority to oversee and coordinate improvements
in functional areas other than Command and Control.

paae 14 --Revised Recommendation 1 to call for the
Secretary Defense to ensure the expeditious
development of a management strategy with ......

Paue 1 t--Revised Recommendation 2 to call for
the Secretary of Defense to seek the views of
outside expert practitioners to provide independent
perspectives on Corporate Information Management
initiatives.

?aae 14--Revised Recommendation 3 to state that
the Secretary of Defense will ensure the develop-
ment of a .....

J?aae 14--Revised Recommendation 4 to state that
the Secretary of Defense will ensure an appropriate
balance between departmental efforts to
reengineer. ........
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Your office continues as the primary action office for this
report. Since the report contains recommendations and the DoD
was not permitted an opportunity to comment officially on the
draft, a comprehensive DoD response to the final report is
indicated. Applicable DoD Directive 7650.2 requires that the
primary action office do the following:

e review the subject report;

* collect input from the collateral action Offices,
as necessary:

● predare a proposed response on behalf of the
Secretary of Defense: and

● provide the proposed response to this office for
coordination and clearance--prior to its r=leaSe
to the GAo and the congress.

The DoD comments should be fully responsive to each finding
and recommendation contained in the report. A summary of the
issues to be addressed by the DoD is included as an attach-
ment to this memorandum.

● For each finding and recommendation with which
the DoD concurs, concurrence should be stated.
If indicated, clarifying or updating information
may also be presented.

● In addition, for each recommendation with which
the Department concurs, please (1) describe the
specific corrective action(s) being agreed tor
(2) how the corrective action(s) will be accom-
plished, (3) the entity or entities responsible
for implementation of the corrective action(s) ,
(4) the milestone/completion dates, (5) whether
monetary benefits are expected to accrue from
the corrective actions (specific dollar amounts
are not required) , and {6) how compliance will
be monitored. In other words, please provide
a detailed corrective action plan.

● If the DoD proposes to nonconcur or partially
concur with a finding or recommendation, the
basis for khe nonconcurrence should be set
forth and fully discussed.

The format to use in preparing the response is a cover letter
addressed to Mr. Gene L Dodaro, Assistant Comptroller General,
Accounting and Information Management, U.S. General Accounting
Office, Washington, D.C. 20543 and Mr. Frank C. Conahan,
Assistant Comptroller General, National Security and
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International Affairs Division, U.S. Gen@ral AccOuntin9
Officer Washington, t).C. 20548. The detailed DoD comments
on the findings and recommendations should be provided as an
enclosure to the cover letter. Please remember that the DoD
response should be able to stand alone--whether or not the
report itself is available.

8 Please begin the first paragraph of the cover
letter by stating, ‘~This is the Department of
Defense (DoD) response to the General Account-
ing Office (GAO) final report GAO/AIMD/NSIAD-94-101,
‘DEFENSE_ MANAGEMENT : Stronger Support Needed for
Corp~rate Information Management Initiative to
Succeed’ (GAO Code 510943/OSD Case 9652).”

e The caver letter should be relatively short--
usually no more than two or three pages--(l) pro-
viding the overall DoD position with respect to
the report, (2) explaining any major disagree-
ments, (3) discussing significant issues, and/or
(4) setting forth gene~-al Ubservatiena, as may
be appropriate. In addition, the cover letter
should refer to the enclosure for the detailed
DoD comments.

● The enclosure to the cover letter should restate
each finding and the recommendation fully (in the
sane manner as set forth in the attachment to this
memorandum) , with the DoD position immediately
following each item. Please begin the DoD posi-
tion on each item by stating whether the DoD
concurs, nonconcurs ~ or partially concurs.

9 The purpose of the DoD response is to provide
an official Department position on the various
issues raised in the report. Keep in mind that
it is an overall “DoD” response--not that of any
particular component. For that reason, please
do not indicate whether a specific component
agrees or disagrees with a Dot) position or use
personal pronouns. Instead, please state,
?~~The DoD cOnCUrS. w.-~?!or rllt is the DoD
position.. ..,” etc.

m A roasinder--in preparing the written response,
please do not useI any abbreviations or acronyms--
etxceD% for “D@D,tf “GAO,” ‘SFY,” and “U.S.’S

The collateral action office representatives should contact
your action officer to determine how the collateral action
office input is to be handled. Assuming written input is
required, it should be provided to your office no later
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● lmug$.n: Pef-g* N-da ~ Corporate Znf Ormation Man aqemeng
Plaq. The GAO asserted that initiatives of the

complexity and magnitude of Corporate Information Management
cannot succeed without a well-conceived strategic plan. The
GAO concluded that the DoD does not yet have a comprehensive
strategic plan coordinating the large number of activities
directed to achieving Corporate Information Management
objectives.

Clear, Consistent Gu idance Needed--The GAO found
that no clear or consistent understanding of
Corporate Information Management existed and the
initiative had not been effectively implemented.
The GAO asserted that the DoD approach to Corporate
Information Management could be found in a number
of documents, including a Corporate Information
Management implementation plan, draft guidance on
functional process improvement, and an enterprise
model for defining and integrating functions. The
GAO further concluded, however, that although the
documents contain several aspects of an acceptable
strategic plan, including organizational structure
and milestones, none represent an overall Corporate
Information Management strategy. The GAO also con-
cluded that the documents do not (1) relate technical
and management improvement efforts to each other or
to other reform efforts underway throughout the
Departmentr (2) identify goals, define responsibi-
lities and commensurate authority, (3) specify tasks
and target dates, and (4) establish measures to
assess performance and progress.

~ ante asures Needed --The GAO asserted that
the need for performance measures was particularly
important. The GAO found that (1) the DoD does not
know how much it has spent on Corporate Information
Management or the savings achieved, (2) the funding
is scattered throughout the various components
involved in Corpcmate Information Management acti-
vities, and (3) no quantitative means exist to
assess current processes or measure progress when
changes are made.

Track ina Savinus is Needed --The GAO also observed
that the DoD is not currently tracking savings
derived from Corporate Information Management.
The GAO”’did, however, recognize the difficulty of
validating and tracking savings resulting from
initiatives or from other factors (such as reduced
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GAO FINAL REPORT GAO/AXM.D/NSl~-94-101 - DATED APRIL 12, 1994
(GAO CODE 510943) OSD CASE 9652

~?DEFENSE -GE~~: STRONGER SUPPORT NEEDED FOR CORPORATE
INFORMATION NANAc3EKENT INITIATIVE TO 8UCCEED1W

FINDINGS AND RECOlQ4ZNDXTION8 TO
XN THE DOD RESPONSE TO THE GAO

*****

FINDINGS

BE ADDRESSED
FINAL REPORT

● XNG A: Overv Aaw of the corporate In formation
Jlanauemen t. The GAO reported that, to meet the goal of
operating more efficiently, in October 1989 the Deputy
Secretary of Defense laid the foundation for corporate
Information Management by forming an Executive Level Group
of high level industry and Defense officials. The GAO
observed that the Executive Level Group recommended that
the Department adopt a management philosophy emphasizing
improving business methods before identifying specific
computing and communications technologies.

The GAO reported that the Department endorsed the Executive
Lavel Group recommended approach and formally established
Corporate Information Management. The GAO observed that the
initiative was intended primarily to be a top-down effort to
simplify and improve functional processes. The GAO pointed
out that, conceptually, Corporate Information Management
emphasizes continuous improvement of business methods and
incremental gains through the use of techniques such as
best practices. The GAO further pointed out that management
adopted a migration strategy to achieve short-term benefits.
The GAO explained that under the “migrationt~ strategy, the
DoD was selecting its best existing or “legacy” systems to
effect immediate cost savings and standardization--to pave
the way for moving to the eventual “target” systems.

The GAO reported that, in January 1991, the Deputy SecretarY
of Defense approved a Corporate Information Management
implementation plan developed by the Office of the Assistant
Secretary of Defense (Command, Control, Communications,
and Intelligence). The GAO noted that, in August 1992,
the Director of Defense Information issued draft guidance
on improving..business processes within functional areas.
The GAO further noted that a basic tenet of both the plan
and the guidance was that Defense should manage and imple-
ment business improvements along functional lines.
(pp. 3-4/ GAO Final Report)

Attachment to Memo--GAO
~p~~lTw4 Final Renort--om Case 9652

Page 1 of 10
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● ✚ I?efense N eeda a CorBorate Inf Ormation Han aaement
Plan. The GAO asserted that initiatives of the

complexity and magnitude of Corporate Information Management
cannot succeed without a well-conceived strategic plan. The

GAO concluded that the DoD does not yet have a comprehensive
strategic plan coordinating the large number of activities
directed to achieving Corporate Information Management
objectives.

Clear. Consistent Gu idance Needed--The GAO found
that no clear or consistent understanding of
Corporate Information Management existed and the
initiative had not been effectively implemented.
The GAO asserted that the DoD approach to Corporate
Information Management could be found in a number
of documents, including a Corporate Information
Management implementation plan, draft guidance an
functional process improvement, and an enterprise
model for defining and integrating functions. The
GAO further concluded, however, that although the
documents contain several aspects of an acceptable
strategic plan, including organizational structure
and milestones, none represent an overall Corporate
Information Management strategy. The GAO also con-
cluded that the documents do not (1) relate technical
and management improvement efforts to each other or
to other reform efforts underway throughout the
Department, (2) identify goals, define responsibi-
lities and commensurate authurity, (3) specify tasks
and target dates, and (4) establish measures to
assess performance and progress.

Perform ante Me ure s Needed-- The GAO asserted that
the need for p~~fonnance measures was particularly
important. The GAO found that (1) the DoD does not
know how much it has spent on Corporate Information
Management or the savings achieved, (2) the funding
is scattered throughout the various components
involved in Corporate Information Management acti-
vities, and (3) no quantitative means exist to
assess current processes or measure progress when
changes are made.

fiackinu Savinas is Needed --The GAO also observed
that the DoD is not currently tracking savings
derived from Corporate Information Management.
The GAO””did, however, recognize the difficulty of
validating and tracking savings resulting from
initiatives or from other factors (such as reduced

~E+i ,:~ ~-j:.j Attaclumnt to Meme--GAO
& ?inal ReDort--osD Case 9652

Page 2 of 20
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workloads and changes in force structure) . The GAO
nonetheless concluded that, without an assessment
of costs and benefits, the large scale commitment of
DoD resources to Corporate Information Management is
questionable. The GAO noted that DoD officials
questioned the feasibility and value of collecting
cost data for all business process improvement and
reengineering efforts. The GAO asserted, however,
that obtaining cost information for major projects
is critical. The GAO concluded that existing cost
justification procedures, such as functional economic
analyses, for making process and system investment
decisions, combined with a post-audit of benefits
obtained are important tools for determining the
edonomic outcomes of the Corporate Information
Management initiative. (PP. 5-7/GAO Final Report)

@ FIND ING ~: Cormr ate Infurm ation Management ImDlezuenta tion
Emphasizes Selection of MiqratiGn 8vstems. The GAO con-
cluded that DoD had made some progress under Corporate
Information Management --but noted that the results achieved
related principally to standardizing information systems
rather than making improvements to business processes or
achieving technical gains in areas such as data administra-
tion. The GAO observed that the current DoD efforts for
Corporate Information Management are focused on a migratiuri
systems strategy --whereby the best existing systems in each
functional area are to be adapted for Department-wide use.
The GAO explained that the migration systems will then be
used (and modified as necessary) until the DoD determines
what target or formal systems is needed to support improved
business processes. The GAO noted that, in October 1993,
the Deputy Secretary of Defense signed a memorandum direct-
ing that migration system selection be accomplished for all
Corporate Information Management functions by early 1994.

The GAO reported that, according to the DoD, significant
savings can be achieved by eliminating thousands of exist-
ing (or legacy) systems and replacing them with standard
(migration) systems. The GAO cited an example in the
Finance area, where the DuD had selected eight migration
systems and had identified 54 systems for elimination.
The GAO observed that the DoD currently estimated savings
of nearly $800 million for three of the eight migration
systems. The GAO pointed out, however, that in some cases,
the DoD had hot sufficiently analyzed whether implementing
a migration system was technically feasible and cost-

#-.:.. :.. “1
.*’b; ‘ , - ,. ,’..’”

Attachment to Memo--GAO
Final ReDort --OSD Case 9652

Page 3 of 10
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justified. The GAO cited the example where the Acting
comptroller selecting a Defense Logistics Agency system
in 3.992 (the Defense Business Management System) as the
DoD cost accounting system to support the Defense Business
Operations Fund (Fund) --without first evaluating the
system’s costs, benefits, and technical risks or defining
all of the features needed for the Fund. The GAO noted
that subsequently, the Principal Deputy Comptroller reversed
the decision and directed an evaluation of alternative
systems. (p. 7/GAO Final Report)

9 mm l!W D: $for* Proaress Needed Toward Reenaineerin$l
pSfeIi98 Business Ar eas. The GAO reported that, under
Corporqte Xnfonnation Management, each of the Principal
Staff Assistant is responsible for overseeing business
process reengineering within their respective functional
areas. The GAO concluded that, of the nine functional
areas and activities it reviewed, !)epartrnent-wide pro-
gress in implementing Corporate Information Management
had been disappointing.

tional Econolnic Analvses --The GAO found
that the areas had completed relatively few
functional economic analyses and did not develop
measures to assess their performance and progress
in implementing changes to business processes.
The GAO found, however, that some of the areas
had made progress-- (1) in establishing organiza-
tions to oversee improvement efforts and (2) in
developing plans for implementing Corporate
Information Management within their specific func-
tions. The GAO noted that two functional areas,
Health Affairs and Distribution, had made more
overall progress than others. The GAO pointed out
that efforts to consolidate the health area were
well underway before Corporate Information Manage-
ment was established, which had focused significant
attention on its Coordinated Care Program, designed
to improve military health services and reduce
escalating costs. The GAO noted that the DoD had
recognized the need for an integrated planning and
management database and completed an information
systems plan for such a program, thereby providing
a foundation for continued improvements. The GAO
further found that, in the supply distribution area,
responsible senior managers were directing reengi-
neering efforts --and piloting and adopting best
practices.

Attachment to 14ema--GAO
Final RePort--OSD Case 9652

Page 4 of 10
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Jntecfratina Reenqineerina Efforts--The GAO found
that the functional areas have made little progress
in integrating reengineering efforts. The GAO con-
cluded that most efforts to improve business pro-
cesses had occurred in “stovepipest’--that is, within
functional areas with insufficient regard to their
effect or relationship to other functional areas.
The GAO pointed out that the Department is developing
its Enterprise Model to illustrate the interrelation-
ships of the various functional areas and is attempt-
ing to use the model to demonstrate the importance
of integration. The DoD noted that, in a February 26,
1994 letter, the Secretary of Defense also emphasized
the importance of integration, point out that the
Department must focus on cross-functional integra-
tion if it is to make any significant improvements.

The GAO pointed out that the Defense Joint
Logistics Supply Center review of the supply item
purchase process illustrated the complexity of
some processes and the critical need for integration.
The GAO obsezwed that the Center found that practices
to prepare a supply contract, such as determining
the type and amount of items needed, fall under the
Logistics Corporate Information Management effort.
The GAO explained, however, that improving business
practices performed after the supply contract is
awarded is the responsibility of Procurement Corporate
Information Management and improving accounting for
supply contract expenditures falls under Financial
Corporate Information Management. The GAO also
found that each of these groups was basically operat-
ing independently. The GAO concluded that the efforts
of each group must be carefully coordinated to ensure
maximum gains and to preclude making isolated changes
that may be detrimental to other functions.

mnrovina Rusi ness Processe s--The GAO reported that
the the DoD had about 230 projects underway to improve
business processes. The GAO noted, according to the
Booz-Allen studythat those projects have generally not
been coordinated with each other and were not the broad
functional area reengineering efforts planned under
Corporate Information Management. The GAO did note,
however, the DoD reported that some of those efforts
has alr~ady yielded improved productivity. The GAO
cited the example where the DoD reported that a
project at the Defense Logistics Agency to improve

Attachment to MemO--GAO

Final Renort--osD Case 96S~
Page S of 10
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the management of supply items had shortened the
replenishment cycle time by 96 days and reduced
annual overhead costs by $100 million. {pp. 8-10/
GAO Final Report)

e ~INDING E: flixed Procrress In COmorate Xn formation
Man amenta Technical In itiat ives.. The GAO reported that,
to support the goals of Corporate Information Management,
the Department of Defense started several technical initia-
tives, including the software reuse and data administration
progrags and the integrated computer-aided software engi-
neering acquisition. The GAO pointed out that the DoD
goals for improving data administration included (1) improv-
ing th- guality and timeliness of data and (2) encouraging
data sharing, both within and outside the Department. The
GAO reported that the integrated computer-aided software
engineering acquisition --potentially costing over $1 bil-
lion --was intended to provide standard software development
tools to the Department to improve software quality and
reduce the costs of developing and maintaining Defense
software. The GAO reported that, with respect to soft-
ware reuse, one of the major DoID accomplishments is the
development of the “DOD Software Reuse Initiative ViSiOn
and Strategy.t’ The GAO noted that document, published in
July 1992, laid out the DoD goals and strategies for
changing the way the DoD constructs software. The GAO
concluded, however, that the DoD must resolve significant
technical, legal, and organizational issues in order to
achieve the greatest benefits and savings from software
reuse practices.

The GAO found that the DoD had made limited progress
toward achieving the goals of the managing data as a
corporate asset to achieve large-scale cost reductions and
improved operations. The GAO concluded that, despite years
of effort, the DoD still had not determined what data it
needed to manage on a Department-wide basis and, as a
result, continued to be hindered by poor data management
practices that impede the exchange, integration, and
comparison of data used within and outside the Department.
The GAO observed that, to address those problems, the
Deputy Secretary issued an October 1993 memorandum direct-
ing the DoD components and agencies to complete data
standardization within 3 years.

-6
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The GAO asserted that the DoD plan to procure and install
integrated computer-aided software engineering throughout
the Department is risky and premature. The GAO pointed
out that the DoD awarded a contract for integrated computer-
aided software engineering to Lockheed Corporation in
November 1993 but subsequently canceled the contract after
determining that the Lockheed proposal did not meet the
mandatory requirements of the solicitation. The GAO noted
that the DoI) is now evaluating the remaining proposals and
planned to award a new contract within a few months.
(PP ●

10-11/GAO Final Report)

9 Execut$ve L@Vel CC)remitment. Involvement&
Ins Ufficie nt for Co& vorate Information

14anauement to Succ eed. The GAO reported that its work
and that of others had shown that (1) senior managers in
the Office of the Secretary of Defense, in the Military
Semites, and in the Defense agencies were not uniformly
committed to and supportive of Corporate Information
Management, <2) delegation of management authority had not
been done or was unclear, and (3] resources for accomplish-
ing tasks wase divided among various activities with no
central oversight or control. The GAO concluded that,
unless the DoD executive-level leadership and mid-level
lUaIYZigerS take a more active and visible role, broad accept.
ante and understanding of Corporate Information Management
would not occur and cultural opposition to change would
continue. The GAO asserted that the DoD should also
consider obtaining the views of outside experts to pro-
vide an independent assessment of how best to overcome
cultural barriers.

The GAO reported the Assistant Secretary of Defense
(Command, Control, Co~unications, and ~ntelligence)
was responsible for implementing Corporate Information
Management and, as such, was responsible for overseeing
and integrating business process innovation within and
across functional areas. The GAO asserted, however, that
the Assistant Secretary (Command, Control, Communications,
and Intelligence) wwas only one of several Principal Staff
Assistant responsible for implementing Corporate Information
Management within their respective functional areas. The
GAO asserted that the Assistant Secretary (Command, Control,
Communications, and Intelligence) does not have sufficient
authority to::oversee and coordinate improvements in func-
tional areas other than Command and Control and is, there-
fore, unable to ensure that Corporate Information Management

Attachment to Memo--GAO
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goals are realized. The GAO concluded that success is
maximized when overall responsibility and authority for
Corporate Information Management are held by an individual
capable of integrating plans and priorities across func-
tional areas, making decisions, and accepting responsi-
bility. The GAO, therefore, further concluded that such
responsibility should be placed at a high enough level to
have the authority to cut across organizational lines and
direct others assigned from the functional areas. The GAO
pointed out that layers of authority between the official
and the functional Principal Staff Assistants should be
minimized.

The GAO concluded that the establishment of a Chief
Information Officer position would help strengthen agency
information technology management. The GAO noted that, in
its January 1994 testimony before the Senate Governmental
Affairs Committee, it has indicated a Chief Information
Officer would (1) work with agency senior management
to define strategic information management priorities,
{2} Support program officials in defining information
needs and developing strategies, systems, and capabili-
ties to meet those needs, (3) provide an overall view and
understanding of the functional areas and their inter-
relationships, combined with knowledge of sound informa-
tion management practices, and (4) work closely with senior
Department leadership-- including the Deputy Secretary of
Defense, the Military Senrice Secretaries, and the Principal
Staff Assistants to help improve the DoD basic business
planning, processes, and systems.
Report )

(PP. 12-13/GAO Final

*****

RECCM14ENDAT IONS

9 ~cowfzm) ATICIN 1: The GAO recommended that the Secretary
of Defense ensure the expeditious development of a manage-
ment strategy with well-defined roles and authorities
(1) to plan and manage Corporate Information Management,
(2) to gain the mutual commitment and support of the
Military Semites and Defense agencies to overcome cultural
barriers that are deeply entrenched in some areas and in
the process of changing in other areas, and (3) to manage
and control @rids to ensure effective implementation and
integration of improved business processes and systems.
The GAO further recommended that such effort should include
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establishing a Chief Information Officer--and could involve
creating a committee or board that included the Deputy
Secretary of Defense, the Secretaries of the Military
Services, the Principal Staff Assistant, and the Chief
Information Officer. (p. 14/GAO Final Report)

● ❞✚ The GAO recommended that the Secretary
of Defense seek the views of outside expert practitioners
to provide independent perspectives on the Corporate
Information Management initiative. (p. 14/GAO Final Report)

* BJwa’al?nm ATXOIIZ 3 : The GAO recommended that the Secretary
of Defemse ensure the development of a cohesive, complete
strategic plan to guide Corporate information Management
implementation and integration. The GAO further recommended
that such a plan should build on the Executive Level Group
recommendations and the 1991 Corporate Information Manage-
ment implementation plan-- (1) clearly articulating the goals
and objectives of the initiative, (2) identifying the major
tasks to be performed and associated resource requirements,
(3) defining responsibilities and authority, (4) prescribing
milestones for actions to be completed, and clearly describ-
ing the relationships between each of the functional areas.
(p. 14/GAO Final Report)

e McO-mATIoN 4: The GAO recommended that the Secretary
of Defense ensure an appropriate balance between depart-
mental efforts to reengineer and integrate business pro-
cesses and to standardize systems. The GAO further recom-
nunended that the effort should be included as a key aspect
of the Department’s strategic Corporate Information
Management plan and is critical to obtaining significant,
long-term operational improvements and savings--while
concurrently making short-term systems improvement
efforts where justified. (p. 14/GAO Final Report)

● JtEcoKMENDATION !$: The GAO recommended that the Secretary
of Defense require migration systems to be supported by
sound economic and technical analyses before implementation.
(P* 14/GAO Final Report)
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● COMMENDATI or? 6: The GAO recommended that the Secretary
of Defense require (1) that the costs and benefits of major
process and systems improvements be assessed prior to
making investment decisions and (2) that post-audits be
performed to assess benefits and verify cost savings
obtained. (P- 14/GAO Final Report)

c RECOKMENDATXON 7: The GAO recommended that the Secretary
of Defense direct the Principal Staff Assistants to estab-
lish plans consistent with the overall strategic plan’s
goals and objectives. The GAO further recommended that
(1) those plans should include performance measures to -
evaluate progress within their respective functional areas
and (2)!that the measures be used to assess current opera-
tions and reengineered processes and identify costs and
savings derived from functional improvements and new
systems. (The GAO explained that a prerequisite to this
was the need to collect reliable cost information on a
systematic basis.) (PP. 14-15/GAO Final Report)

-+
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AecoUn~ing and Information
Management DiVk~on

B-241969

April 12, 1994

The fionorable William J. Perry
The Secretary of Defense

Attention: DOD Office of the Inspector General
Assistant IG for Analysis & Followup

Dear Mr. Secretary:

Enclosed are 40 copies of our report to the Chairman,
Committee on Governmental Affairs, U.S. Senate, entitled
Defense Management: Stronqer SUPP ort Needed for Corporate
Information Management Initiative to Succeed (GAO/AIMD-94-
101]. This report provides an overview of the Department’s
Proqress in implementing CIM and identifies problems that
bus{ be addressed for the initiative to succeed.

This report makes recommendations to you. As you know, 31
U.s.c. 720 requires the head of a federal agency to submit
a written statement on actions taken on our recommendations
to the Senate Committee on Government Operations not later
than 60 days after the date of this letter. A written
statement must also be submitted to the House and Senate
Committees on Appropriations with the agency’s first
request for appropriations made more than 60 days after the
date of this letter.

Sincerely yours,

Gene L. D@daro
Assistant Comptroller General

.
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GAO
Utited States
General Accounting UfYke
Washk@on,D.C. 20548

Accotuttimgand Information
Management Division

B-241969

April12,1994

The Honorable John Glenn
chairman,Committee cm Govemmentai Affairs
UnitedStatesSenate“

Dear Mr. Chairman:

The DepartmentofDefensefaceshugechallengesineffectivelymanaging
itsdivexseoperationsasitdownsizesitsforcesandactivities.Ithas
aireadymade reductions to its force structure, and more are planned, At
the wune time, trimrnm“ g operational support costs by designing more
efficient work processes, integrating essentiai data systems, and
automating more program and adrmms“ - trative operations is essential to
achieving productivity gains. To help meet this chalienge, Defense began
its Corpomte Information Management (CM) initiative in October 1989.

i

\
4

Resuks in Brief

CIMentails a n-qjor effort to improve Defense operations and
administrative support by sbwunhing business processes, upgrading
information systems, and improving data addnktm tion snd other
technixd areas. The initiative encompasses all Defense functional areas

mrnandand Control, Finance, Materiai Managementincluding cc)
DistributionProcurement and Human Resources. The Department
spends a reported $88biiJion annually on these acdvities and estimated in
1991thatit wouid be able to save billions through implementation of CIM.L

Based on your January 26, 1994,request and discussions with your office,
we evaluated Defense’s efforts in implementing the CJMinitiative. This
report provides an ovefiew of our assessment of the Department’s
progress in improving business processes and information systems and
identi.5esproblems that must be addressed for the initiative to succeed. In
additiow this report is one of severai responding to your request that we
review key Defense efforts supporting cfMimplementation A listofrelated
reports is presented at the end of this repofi

Defense’s efforts to reengineer its business processes, standardize and ‘--
integrate dam amdirnprcwe its i.nfonnation systems under CMhave yielded
mixed results to date, Over the past 4 yearn,Defense has had some
success in implementing cm in certain functional areas, such as

.-
lWe reported m1991thatakhougb some level of swings may be possible. Defense’s ehted
S22bilfion savings was not supported by any data or analysis. Defense AOP Corporate Information
Man4fement S=’ins9 Estimtes Are NotSupported(GAomrl%391-18,Febn&y 22, l@~).

Page i GACMJUIMWNSIAD-WIO 1Cerpon@Imfommtion Mmagesnent Imkidve
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——
Distribution and Health tiairs, but in other areas gains have been
~-

Defense also does not WOW how much it has spent on cm, While the
DepaKrnent has reported spending over $9 billion annually on automated
data processing costs, the pcwtionattributable to cm!is difficult to identify
because most implementation efforts have not been funded or tracked
centrally. Inste@ funds are spent through a widely diverse set of activities
andbudgets.Majorinvestments in reengineered processes and systems
should be made basedon assessmentsof costs and benefits; the
Department needs to collect reliable cost information, complete functiomd
economic analyses, and conduct post-audits to ensure wise
dec%lonrnaking.

Implementing sweeping management reforms such as the cm initiative is
an extremely difficult endeavor. However, Defense must significantly alter
its management approach in order for cm to have any chance to fully
succeed. l?im~ Defense must develop a cohesive, complete strategic plan
for cm, one that clearly provides goals, objectives, responsibilities, and
milestones and provides performance measures toassessprogress.
Without a well-articulated plan Defense’s cm efforts wiil continue to be
fn%menwd and uneven.Moreover, confusion and misunderstandingabout
what is to be achieved will linger and further erode the credibility ofthe
effort.

Second,13efense’simplementationapproachshouldshiftmore effortto
reenginee!ingbusinessprocessesand systems,ratherthandevotingthe
rnsjorityofitsattentiontomakingshort-termefforlstostandardize
systems,Whilebothareimportsngmost productivitygainswillcome from
reengineeringprocessesandinformationsystemsandintegratingthem
acre= functionallines.Becauselittlework has been done to reengineer
processes, gains have been minimal and Defense is at risk of merely
automatingexistinginefficientproc~sses. -.

??indly, Defense has not operated cm in a manner to ensure continuous
top management commitment snd garner support among critical mid-level
~@~. To date, m has been perceived as a lower priority in Defense
than its importancewarrants,and actions necessary to achieve progress
have been dMcult to effect. Without greater support from all management
levels cmfcannot produce meanin@d cultural and technical change and
achieve its goals. In additio~ without adequate authority to direct
resources h priority needs and depar&nentwide goals, managers cannot

I

!

I

I

i

1
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effectivelyimplement cm. Also,Defense does not have a Chief Information
Officer who would support top Defense managers in accomplishingcm’s
objectives.

..

Backgowd ~ To meet the goal of operating more efficiently, the DepuW Secreuiry of
Defense laid the foundation for crMin October 1989by forming an
Executive Level Group (ELO)of high-level indusny and Defense oficials.
This group was convened to evaluate Defense business practices and
suggest an overall direction for the Department. It noted that Defense has
hmiitionally viewed information management as merely automating
existig business processes in order to cut costs.

The ELGobsewed that when new tdmologJ was applied, the benefits
often did not materialize. This was principally because little effort was
made to fimt improve processes. The EM recommended that the
Department adopt a management philosophy that emphasizes improving
business methods before identifying specific computing and
communications technologies.

The Department endorsed the m.G’srecommended approach and formally
established cm. The initiativeisintended to be primarily a top-down effort
to simplify and improve functional processes by (1) documenting business
goals, methods, and performance measures, (2) identifying and developing
improved business processes and data requirements, and (3) evaluating
and applying information technology to support these improved business
processes. Conceptually, cm emphasizes continuous improvement of
business methods and incremental gains through the use of techniques
such as best practices. In additiom management also adopted a strategy to
achieve short-term benefits. Under this “migration” s@ateg#, Defense is
selecting its best existing or “legacy” systems to effect immediate cost
savings and standardization to pave the way for moving to the eventual
%.arget”systems.

.. -. In Jartuary1991,the Deputy SecreUuy of Defense approved a Cm9
implementation plan developed by the Office of the ~ t secretary of
Defense for Command, Control, Communications and Intelligence
(c31)-the Assistant secretary for C31is responsible for setting policy and
implementing cm. In August 1992,the Director of Defense Information

w.r example, the ndiaryseMceseach have theti own civdian payrollsystims Undertis concep:.
Oefawe plans WIimplement the Defense Civi.bsn Pay System and eliminate s~%tems including the h
Force Civilian Automated Pay Systerm the StandardMY Civilian PayroU SysumL the Marine Corps
Automsmd Leave/Pay Symem. andseveral NEW systems.

Page 3 GAOfATMDr% SIAB94-101 Ckwponte Moromtion Mmugement lxtkixtive
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issueddraftguidance on improving business processes within functional
areas.A basic tenet of this pkm andguidanceisthatDefenseshould
manageandimplementbusinessimprovementsalongfunctionallines,

This isa major shift beckse each military service and Defenseagencyhas

f historkxdlymanaged itsown businessfunctions,suchasprocurement
Finance,and Health. Under Defense Directive 8000.1,“Defense
Information Management Frogram”, which establishes policy for
implementing cm, senior functional officials, lmown as Principal Staff
Assistants [PSA), ~ now responsible for implementing improvements
within the Department’s business functions across service and agency

.
lines. These officials, generally at the Assistant Secre~ of Defense level,
are responsible for evaluating their respective business areas,
reengineering them as required, and identifying information systemsand
technology needed for support.

1

I

,

I

I
Scope and To address our objective of evaluating Defense’s progress toward

Methodology
improving its busines processes, information systems and technology
under cm, we reviewed Defense’s plans, policies, procedures, directives,
and memoranda related w the initiative. These included Defense’s CIM
Implementation Plan, draft Enterprise Modela and draft manual 8020,lM
on performing functional process improvement We also reviewed reports
and assessmermsof cm performed by other organizations between
January1993and February 1994.These were performed by the
Information Technology Association of Ameri% George Mason
IJniversiW’s Institute of Public Policy, Booz-AUen and Hamilton, Inc., and
the Defense Inspector GeneraI. Appendix I summmkzesthe findings and
scope of each study.

We evaluatedDefense’s progress in implementing cm by assessing nine
functional areas.i We selected these areas based on availability of dataancl
theirimportance. Speciihdly, we (1) discussed the status of cm efforts
with functional area managers, (2) reviewed pertinent documentation,

\
< (3) analyzed the Department’s January 31, 1994,subrnkion to you

describingthefunctionalareas’progress in implementing cm, and

~fenw’s Enterprise .Model (dmft) is an effofi to dernonsixate the interrdationships between
lhcQona.1 ereas and the potential for cross-functional Lntegmtion, Defeme pw touge@ model to
deerease functional ad system “stovepipir@ snd rnaxixnfzebenefits and savings from CTM.

%e nine fwhord areas we asessed are depot -tenance, material nuuwemenL distribution,
pmmmenqfinance, heakb Mairs, command and control human resources, 8nd reseme
components.

P*e 4 GAWAXMD/fUSXAU-9&IOI (kponte ktfornution ~ement kkktive
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(4) analyzed information from other ongoing and prior work we have
performed in the functional areas.

Foreachfunctionalare% we thenassignedaratingreflectingour
assessmentoftheirnplementzitionstatusforeach of the steps necessary to
implement CIM.The ratigs used to describe Defense’s efforts are
(1) substantially complete, (2) underway butincomplete,and (3)just
beginning.We discussedourassessmentswithDefenseInformation
ManagementstaffintheCMficeoftheSecretaryofDefense(os~)and trade
changestoreflecttheirviews.

In addition, we intmviewed senior os~ officials including the Assistant
Secretary of Defense for au and the Deputy Assistant Secretary of Defense
for hfonnationManagement. We intemiewed OSD functionalofficials
responsibleformanaging cm, in areas including Acquisition, Command
and Control, Distribution,ErtvironmenLFinance,HealthAffaiIs,Material
Management,Procurernen\and Resmve AfTairs.We intetiewedDefense
InformationManagement staff responsible for overseeing cm, as well as
militaxy semice and Defense agency personnel responsible for
implementing cm. We also obtained related informationfrom other GAO
reviews.

Our work was performed in accordance with generally accepted
government auditig standards, between October 1993and April 1994,
primarily at OSD officesin Washington,D.C.We didnotobtainwritten
comments on a draft of this report. However, we discussed the report’s
contents with senior Defense officials, including the Deputy Assistant
Secretary of Defense for Information Management. We incorporatedtheir
comments asappropriate.

Defense Needs a (XNI Initiativesof the complexity and magnitude of CMcannot succeed without

Strategic Plan
a well-conceived strategic plan. That plan shouldclearlyarticulatea
vision,goals,responsibilities,targetdates,and performance measures and

.. describe how the initiative fits with other organizational priorities. We-
stated in 1991that Defense needed to develop an overall strategy for
concurrently achieving short and long term cm goals.5

otherorganizationshavesimilarlyreported on the critical need for clear
communication of the Department’s plans and directions for cm. In hs

W)efeme AM+ Corpomte Informadon ?&nag
(6A~C-

ement Initiative Faces SignjKcant challenges
914.5, April 22. 1991).
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January28,l&3, report on cm, the Defense Impector General found-kat’-
“the institutionalization of the CM initiative is severely hampered by the
lack of an overall cm plan that is clearly presented tn and understood by
DOD managers and thesubsequentinabilhytodevelopaneffective
consensusand supportfortheinitiativeby thosesame managers.”Inits
February3,1994draftrepon Booz-Mien stated that efforts to improve
Defense businessprocesseswere “based more on individualinitiativethan
a deliberate,organizationalapproach m increasingeffectivenessor
reducingCOStS.”

Defense does not yet have a comprehensive strategic plan coordinating the
large number of activities directed to achieving cm objectives. As a result,
no clear or consistent understanding of cm exists and the initiative has not
been effectively implemented. Defense’s approach to CIMcan be found in a
number of documents, including a a implementation plaq draft guidance
on functional process irnprovemen~ and an enterprisemodelfordefining
and integratingfunctions.Althoughthedocumentscontainsevemlaspects
ofan acceptilestrategicplan,includingorganizationalstructureand
milestones,none represent an overall cm strategy. They do not relate
technical and management improvement efforts to each other or to other
reform efforts underway throughout the 13epartrnent.In additio~ they do
not identify goals, define responsibilities and commensurate authority,
specify @sks and target dates,amd establishmeasures to assess
performanceandprogress.

The need for performance measures is particularly important. Defense
does not know how much it has spent on cm or the savings achieved.
Funding is scattered throughout the various components involved in CIM

activities, and no quantitative means exist to assess current processes or
measure progress when changes are made.

Defenseisnotcurrentlytrackingsavingsderivedfromcm,We reportedin
October1993on thediftlcultyofvalidatingand~king savingsresulting
from initiativesorfrom other factors such as reduced workloads and.

~ changes in force mmmure.eHowever, without an assessment of costs and
benefits, the hrge scale commitment ofIlefenseresources to cm is
quesnoname. LXMenseofticials questioned the feasibility and value of
collecting cost data for all busine process improvement and
reengineering efforts. We believe, however, that obtaining cost
information for rnqjor projects is critical; existing cost justification
procedures, such as functional economic analyses, for making process and

—
‘Defem Management Review (?7SLKD4M-17R,October 7,1993}.

I
I
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system investment decisions, combined with a post-audit of benefits
obtained are important tools for determiningg the economic outcomes of
thecm initiative.

..

CINl lrnplementqtion Defensehasmade some progressundera, butresultsachievedrelate

Approach Produces
principally to Suinciardum“ “ g infoimii~n systems nither than making
improvements tobusinessprocessesorachievingtechnicalgainsinareas

Marginal Progress such as data administration. While both are importank Defense estimated
that most of the projected savings from w would come from
reengineering processes and integrating them across functional areas.
Unless Defensefocusesmore on reengineeringconcumentwithitssystem
improvementefforts,progrestowardthes@fkant benefitsandcost
savingsprojectedfora willnotbe tied

CIM Implementation Defense’s current efforts for CIMare focused on a migration systems

13mphasizes Selection of -tegy whereby the best existing systems in each functional area are to

Mgration Systems be adaptedfordepartmentideuse,Thesesystemswillthenbeused(and
motied asnecessary)untilDefensedetermineswhattargetorfinal
systemsitneedstosupportimprovedbusinessprocesses.inNovember
1992,the-tant SecretaryofDefenseforProductionandLogistics
issuedtheIq@dcs CIMMigrationMasterPlan.Thisplanestablishedthe
selectionofmigrationsyswrnsasapriorityforthelogisticsbusinessarea.
InClcrober1993,theDeputySecretayofDefensesignedamemorandum
directingthatmigrationsystemselectionbe accomplishedforallcm
functionsby early1994.

Defense has -ted it can achieve significantsavingsby eliminating
thousands of existing (or legacy) systems and replacing them with
standard (migration) systems. For example, in the Finance are% Defense
has selected 8 migration systems and has identi.lied 54 systems for
elimination. Defense currently estimates savings of nearly $800million for
3 of the 8 migration systems. However, in some cases, Defense has not
sufficiently analyzed whether implementing a migration system is~.
technically feasible and cost-justified. To illustrate, the ActingComptroller
selected a Defense Logistics Agency system, the Defense Business
Management System, in 1992as the Department’s cost accounting system
to support the Defense Business Operations Fund, without evaluating the
system’s costs, benefits, and technical risks or defining all of the features
needed. Subsequently, the principal Deputy Comptroller reversed this
decision and directed an evahmtionofalternativesystems.

Pue 7 GAO/AIIKD/NSIAD- 94-101 C%rPOrmte Inforrwtion Marisgement InMadve
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More Progress Needed
—.

Under cm, each of the Ftincipal Staff Assistants is responsible for

Toward Reengineering overseeing business process reengineering within their respective

Defense Business Areas functional areas. To maximize potential benefits,atop-down approachto
cm was recommended bytheELGwithemphssh onreinventingtheway
the Department runs its functional areas.This approach involves steps to

? identify processes and needed da@ reengineer processes, standardize
daq develop economic analyses to justif$ changes to the processes,
identify systemsand technologyrequirements,and developautomated
systems to support the new processes.

IrIFebruary 1994,&oz-Allen reported that Defense’s progress in
improving its business processes has been mixed, The report
characterized Defense’s efforts as unfocused and bottom-up driven, as
opposed to top-down, and noted that while Defense has made some
improvements to its processes,mostofthesehave“focusedon local
functionalimprovements,ratherthanthefar-reachingchangethatcan
resultinsignificantimprovementsthroughouttheDepartment.”

Our evaluationof nine functional areas and activities showed that
Depa.nxnentwide progress in implementing cm has been disappointing, as
figure 1shows. For each functional are% we assessed the (1) l@A’s
authorityand organizationaleffectiveness,(2] availabili~ and quality of an
implementation plan, (3) status of functional economic analyses,
(4) availability and quality of performance measures, (5) status of
migration systems selection and implementation, (6) status of efforts to
reengineerbusiness processes by identifying how business is done today
(“as is” model) and how business can be performed better (’to be” model),
(’7) status of effo~ to reengineersystems,bothascurrentlyusedand
potentiallyused,and (8)theavailabilityoftargetsystemstosupport
reertgineeredprocesses.ThesearekeyaspectsoftheDepartment’seffo~
to improve its business processes, information systems, and use of
technology and relate closely to the Committee’s November 30, 1993,
requesttoDefense for information on the status of CM irn#ernentation
@fYom..

2

Making these assessments required evaluating a number of factors and
projects where milestones had not been established for measuring
progress. Consequently, these assessments represent our best judgment
the collective information we received in each mea, We do not intend
them to be precise measures, but they do represent a basic gauge of
progress. See appendix II for further explanation of these assessment
factQrs.

of
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Fiw~ 1: Mtus of CIM ImplementationWithin SelectedFunctional Areas
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The areas had completed relatively few functional economic analyses and
did not develop measures to assess their performance and progress in
implementing changes to business processes. Some of the areas, however,
had made progress in establishing organizations to oversee improvement
efforts and developing plans for implementing cm within their specific
function.%

Two functionalareas,Health Affairs and lkbibution,hadmade triore
overallprogressthanothers.Effortstoconsolidatethehealthareawere
weU underwaybefore~ was established,whichprovidedsome
X)eparhnentwideconsensussndafoundationforchange.Undercm,
HealthAffairshasfocusedsignificantaUentionon itsCoordinatedCare
Program,designed to improve rnilit.myhealth services and reduce
escalating costs. Defense has recognized the need for an integrated

+- pkm.rdngand management database and eornpleted an information
systems plan for Ws pro- thereby providing a foundationfor

continuedimprovements.Inthesupplydistributionare% responsible
seniormsnagers aredirectingreengineeringeffort2s,and pilotingand
adoptingbestpractices,
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Inadditiontoperforming work covering key aspects described in figure 1,
the functional areas have made little progress in integmting reengineering
efforts.Mosteffortstoimprovebusinessprocesseshaveoccurredin
“stovepipes”,thatis,withinfurmionalareaswithinsufficientregardto
theireffectorrelationshiptootherfunctionalareas.However,the

7 Departmentisdeveloping its Enterprise Model to illustrate the
interrelaticmships ofthevariousfunctionalareasand isattemptingtouse
themodel todemonstrate the importance of integration, In a February 26,
1994,letter, the Secretaty of Defense also emphasized the importance of
this, noting that the Department must focus on cross-functional integral ~on
if it is to make @y signMcant improvements.

The DefenseJointLogisticsSupplyCenter’sreviewofthesupplyitem
purchaseprocessillustratesthecomplexityofsome processesand the
cnticxdneed for int.egmtion.The Center found that practicestopreparea
supplycontrac%such asdeterminingg typeand amount ofitemsneeded,
fallunder theLogisticscm effort.lrnprovingbusinesspracticesperformed
afterthesupplyconmact isawarded istheresponsibilityofProcurement
m. Improving accounting for supply contract expenditures falIs under
Financial cm. However, each of these groups is basically operating
independently. Each group’s efforts must be carefully coordinated to not
only ensure maximum gains,but also to preclude making isolated changes
that may be detrimental to other functions.

Defense also has about 230 projects underway to improve business
processes. These projects have generally not been coordinated with each
other, according to the Booz-A.llen study, and am not the broad functional
area reengineering efforts planned under cm. However, Defense reported
that some of these have already yielded improved productiviW, For
example, Defense reported that a project at the Defense Logistics Agency
to improve the management of supply items has shortened replenishment
cycle time by 96 days and reduced annual overhead costs by $100million.

Mixed Progress in CIM ‘ ; To support the goals of cm, Defense stxirtedseveral technical initiatives.

T’echnica,l Initiatives including the software reuse7and data administration programs and the
integrated computer-aided software engineering (Iau$E) acquisition.EThe
Department believes it can save billions of dollam and improve its ability
to develop and maintain high+qualitysoftware by incorporating software

—
~Sofcware reuse is the pmccice of using emsmtg mftware components m develop new applicaUom

Ykfense & many other Cm technical initia.rives ongoing, including the ekm-onic cka interchange
program and the C-enter for Functional Process Improvement Expenise.
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reusepracticesi.ntoi~w~we developmenteffo~. Defense’s goals for
improvingdam adrninismationinclude(1)improvingthequalityand
timelinessofdataand (2)encouragingdatasharing,bothwithinand
outsidetheDeparnnent.The XA5E acquisition-potentidycosthtgover
$1 billion-is intertded”toprovide standard sof%wre development tools to
the Dep~ent to improvesoftwarequalityand reducethecostsof
developingand maintainingDefensesoftware.

Concerning software reuse, one of Defense’s major accomplishments is
the development of the “nD SofmvareReuseInitiativeVisionand
Strategy”.Thisdocument which was publishedinJuly 1992,laysout
Defense’sgoalsand strategiesforchangingtheway theDepartment
constructs software. However, as we reported previously, Defense must
resolve significant technical, legal, and organizational issues in order to
achieve the greatest benefits and savings horn software reuse practices.9

Defense has made limited progress toward achieving the gods of the other
two initiatives that we reviewed. The need to manage data as a corporate

assetisessential to the success of cm in achieving large-scale cost
reductions and improved operations. However, as we previously reported,
despite years of effort, Defense has not determined what data it needs to
rna.m.geon a departmentwide basis.‘o~ a result, Defense continues to be
hindered by poor data management practices that impede the exchange,
integradon, and comparison of data used within and outside the
Dep-ertt. To address these problems,theDeputy secre~ issued a

memorandum in October 1993directing Defense components and agencies
to complete data standardMltion within 3 years.

ConcerningI-cx5E,we previously reported that Defense’s plan to procure
and install Z-CA5Ethroughout the Department is risky and premature.1]
Defense awarded a contract for Iz~ to Lockheed Corporation in
November 1993.However, the Department subsequently canceIed the
contzact afLer it determined that Lockheeds proposai did not meet the
mandatory requirements ofthesolicitation. The Department is now..

9 ewduatingtheremaining biddem’ propostds and plans to award a new
contract within a few momhs.

%cftwareReuse Major Issues Need To Be Resolved Scfom Benefits Can 3e AcMeved
(GA0f13~L93- 16, January 2E, 1993).

Wefeme IRM: Management Comminnent Needed b Achieve Defense Data Adminktm tion Goals
(GAOi’~-ti 14,Janumy 21, w9;).

1%o~ Tool.% Ilefemje Is Not Ready m Implement ICASE Depmtmen*de (GAO~G9~271
June 9, 1993).

Pqe 11 GAWAiMD/NSfAD-fM-101 Capo~tc Iarornmtion ~mment lnititive
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Executive Level Ourwork and that of others has shown that (1) senior managers at the

Commitment,
OfficeoftheSecretaxyof Defense (os~), military services, and Defense
agencies are not uniformly committed to and supportive of CM,

Involvement, and (2) delegation of management authority has not been done or is unclear,

Authority Are and (3) resources for accomplishing tasks are divided among various

Insufficient for CIM to
activities with no central oversight or contrcd. We reported in April1991
thatOSDneeded to provide strong leadership and establish an organization

Succeed withclear lines of authority and accountability for CTMto succeed.12

The DefenseinspectorGeneralsimilarlyreportedinJanuary1993thatthe
I)epartrnenthad not been able to build effective consensus and support 1“01
cm. The Inspector General identified organizational constraints and
Defense components’ skepticism as n@or barriers m more effective
implementation. Moreover, considerable skepticism about the value of CM
changes exists at Defense. Based on our discussions with Defense officials
and our review of the Inspector General’s reporG we also found that
suspicion and mistrust exist within the Department regardingCm
implementation.

Some of this is to be expected when a well-establishedorganizationwith
deeplyentrenched values is contemplating major changes. Defense has
identified cultuml barriers as a @or obstacle to effective Cm
implementation. Unless Defense’s executiv~level leadership and mid-level
~em take a more active ~d visible role,broadacceptanceand
understandingofCXMwillnotoccurandculturaloppositiontnchangewill
continue.Defenseshodd alsoconsiderobtainingtheviewsofoutside
expertstoprovideanindependentassessmentofhow besttoovercome
culturalbarriers.

The Assistant Secretary of Defense for CXJIis responsible for implementing
CIMand, as such is mponsible for overseeing and integrating business
process innovation within and across functional areas. However, the
Assisumt Secretary for C31is only one of several w responsible for
implementing CM within their respective functional areas, Moreover, other

.

\ + PSAShavehigher organizational precedence within the Department than
the “Amst.ant Secretary for CW.For example, the Comptroller is .
responsible for implementing CIMwithin the fkmncial function and is by
law assigned a higher precedence than all Assistant Secretaries.
Accordingly, the Assistant Secrets.zy for ~1 does not have sticient
authority to oversee and coordinate improvements in functional areas

%oefmseADP Cmpowe Information MmagementInitjmive Faces Signjilamt Challenges
(GACWWTE G91-S5, April 22, 1991).

Page 12 GAWMIbfD/NSIAD-94-101ikrpomtiJ,MO_ti(MIqement Mtitivc
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other than Command and Contxd and@ therefore, unable to ensure that
CiMgoalswill bemliized-

. .
Gmdmons* mccessammaximhd when ovendl responsibility and
aufirorityfor(x areheldbyanimiividual capable of”~pkulsand
priorities acmMs functi- ~ making decisions, and accepthlg

respordbility. This respondb~ should be placed at a high enough level

tohavetheauthorit yt.ocutacmss 0~0~ b and direct Oth~
assigned tim the functional artum Layers of authority between this -

official and the functional w should be minimized. The Booz-&len draft

report offered the Department similar advice when it noted in its recent
study that a Chief information Executive position is critical @ ensurhg
effective management. Accordingtothestudy, this officia! should promote
departmentwide management improvements by developinga @rategyfor
efkctivelyinlqgadngi.mprovemen~elhmhahn“ g duplicateefforts,and
leducingcosts.

k additionwe haveadvocatedthe-blishment ofa ChiefInformation
Officer position to help stmmgthenagencies’ information technology

-ement. In our January1994testimony before your Cmnmittee, we
stated that a Chief Information Mcer could (1) work with agency senior
management to define strategic informationmanagement prioritiesand
(2)supportprogramofficialsindefininginformationneedsanddeveloping
strategi~system and apsbilitieatomeetthoseneeds.13Thisofficial
wouldprovideanoverallviewandunderstandingoftheDepartment’s
functionalareasand their WmAationships, combined with knowledge of
sound information management practices. This official would work closely
with senior Department leadership, including the Deputy Secretary of
Defense, the militaty smvice secretaries, and the PSASto help improve
Defense’s bi@c business planning proceses, and systems.

Conclusions We remain very supportive of the cm initiative, butitseffective
implementation is critical to Defense improving its business processes,
&@ and information systems. Lfdone successfully, biions of dollars can
be saved However, after 4 yeas of effo~ much work remainstobe done
toward achieving these substantial savings. Defense’s approach to
mmaging the initiative is simply not working. A strategic plan does not
~ insufficient attention is being devoted to business process

IWX@MWM, =d tiOritY SM qnsibtities am unckar. hther, the

%nprovingGovernment Actions Needed to Sostain and Enhance Management Reforms
(GA#T’-OGW4-l,January27,19$4).
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Department hasnot assessed the costs and benefits of CMby collecting
reliable cost informatio~ performing t?mctiond econorrdc analyses,and
conducting post-audits of claimed savings. Defense is at a point where it
must reassess its implementation approach. This is a large, difficult
management task that will reqk substantial effort from within Defense “

* and assistance from others.

Recommendations We recommend that the Secretary of Defense:

.

.

.

●

.

*

Ensure theexpeditiousdevelopment ofa management stmtegy with
wel.l+iefied roles and authorities to {1) plan and manage cm, (2) gain the
mutual commitment and support of the rnililmy semices and Defense
agenciestoovercome cultural barriers that are deeply entrenched in some
areasand in the process of changing in other areas, and (3] manage and
control funds m ensure effective implementation and integration of
improved business processes and systems. This should include
establishing a Chief lnformatiori Officer and could involve creating a
committee or board that includes the DepuW Secretary of Defense, the
secretaries of the military services, the PSAS,and the Chief Information
Officer.
Seek the views of outside expert pmctitionem to provide independent
perspectives on the cm initiative.
Ensure the development of a cohesive, complete ~tegic plan to guide
CIMimplementation and integration. This plan should build on the EM’S
recommendations and the 1991cm implementation plan and clearly
articulate the goals and objectives of the initiative, identify @or tasks to
be performed and associated resource requirements,defhe

responsibilitiesand authority, and prescribe milestones for actions to be
completed. The plan shouldalsoclearlydescribe relationships between
each of the functional areas.
Ensure an appropriate balance between dep~entzd efforts to reengineer
and integrate businessprocessesand tostandardizesystems,Thisshould
be included as a key aspect of the Department’s strategic cm plan and is

f

critical to obtaining significan~ long-term operationalimprovementsand ~
swings, while concurrentlymaking short-termsystemsimprovement k

effortswhere justied.
Require that migration systems be supported by sound economic and
technical analyses before implementation.
Require that the costs and benefits of major process and systems
improvements be assessedprior to making investment decisions and that

Pqe 14 GACYADFWNSL4D-94-1OIcarpomtebformdon %fmugement Inithti-
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post-auditsbe performedtoassesskenefitsand VWWV costsavings
obtained.

9 DirectthePrincipalStaffAssistantstoestablishphms consistentwiththe
overallstrategicpl~’s gads and objectives.Additionally,theseplans

- shouldincludeperformancerneasuxesm evaluateprogresswithintheir
respective functional areas. These measures shouldbe used toassess
currentoperationsand reengineeredprocessesand identify costx and
savings derivedfrom functionalimprovements and new systems.A
prerequisite tothisistheneedtosystematic-ally collectreliablecost
iru”ormation,

We aresending copies of this repoti to the Secretary of Defense; the
Director oftheCMficeofManagement and Budgeq and otherinterested
parties.CopieswiU alsobe made availabletoothem upon request.
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Appendix I

fhmmmries of CIM Studies by Other -
Organizations

The Depanment of Defense commissionedexternalstudiestoevaluatecm
anditsimplementation,aswellasaninternalevaluationby Defense’s
inspectorGeneral.Key fmiin@ andscopesofthesereportsarediscussed
below. “

—..

Information Technol@y
—.-..—__

TherrAAreportedks findingsinitsJuly1993repo~ EnteqmiseIntegration

Association of ~erica inthe?lepaxtmentofDefense.The study’smainobjectiveswereto

@Tl) determine(1)how Defensecanachieveenterpriseintegration,thatis,
redesignandintegratemksion activitiestoenhancewarfighting
effectivenessand reducecosts,(2)whatstepsshould be taken to gain the
commitment of Defense’s senior leademhip to make a change of this
magnitude, and (3) what can be done to address the humsri consequences
of downsizing and/or reengineering. The rrAArecommended that the Office
of the Secretary of DefensdDeputy Secretary of Defense lead the
enterprise integration effoti. In addition, the rrAArecommended that a
stmtegic enterprise integration implementation plan be designed,
communicated, and implemented immediately.

The rrAAteam consulted notable experts from both industry and Defense
and researched other reports on enterprise integration.

George Mason University, The Institute reported its findings in a ~ovember 1993report, Functional

The Lnstitute of Public Process hnprovement Implementation: Fublic Sector Reengineering. The

Policy study’s main goal was to ident@ new ideas, strategies, and tools to
improve Defense’s functional process improvement efforts. Its primary
tiding was that cm managers are not providing encmg.hattention to the

qeti aSPeC@ of CIM.The study reported too much focus on the
technical aspects of reengineering. The Institute reported that more

management emphasis and commitment would be needed to change
Defense’s culture and reward system. The report also stated that a
Departmentwide reengineering effofi does not seem practimd and that
Defense should build on some success stories before implementing cm

\ * throughout tie agency. The George Mason I_htiversityteam intemiewed
Defense managers, reviewed reengineering and reinventing studies, and
conducted two case studies.

_—— _
Booz-Allen & Eknnilton, Booz-AUenrepo-d itsli.ndingsina February1994draftrepok me ‘-

Inc. study’s specific goal was ta determine how Defense can implement its
informationmanagement program to obtain the greatestsavings.

Page 20 GACVAIMIMQST.AD-S4-101Corpomteinformation Mmn&getnent Imitktlve
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1300z-Allenfound inconsistent approaches used to estimate costs and
benefits. It also found skepticism throughouttheDeparlxnenqfew
incentivesforreducingcosts,andalackofclarityoverauthority,roles,
andresponsibilities

.

The Booz-Allente~ interviewedmore than200individuals.Inmaking
theiranalyses,thet- useddatagatheredfrominterviews,pertinent
docurnentatio~andtheirown expertise.The draftreportsenttoDefense
forcomment offersrecommendations and actions for implementation,
including that the newly propctsed Chief Information Executive articulate
a vision and guide broad management changes.

Inspector Clenerd, The DepartmentofDefense’sInspectorGeneralreporteditslimi.ingsina
I De~a.rtnnentof Defense,
1
I

I

f

January 1993repon Defense Corporate Information Management
Initiative The study’s specific goal was to address tie status of cm’s
implementation plan and how Defense is doing in institutionalizing the Cm
initiative. It found that the institutionalization of the cm initiative has been
hinderedby thelackofan overallpkm thatiscleariypresentedtoand
understoodby Defensemanagers.1%.tther,itfoundsavingsand budgeting
requirementsassociatedwiththecm initiativeareinadequatelyanalyzed,
documented,and reported.The reportconcludedthattheDirectorof
DefenseInformationhad notdevelopedand articdateda businessprocess
improvement planand functionaleconomic analysisfortheoverallcm
initiative.The inspectorGeneralstatedthattheDirectoralsoneeds to
developand issuefornudDefensepolicyand guidsncethatrequiresfull
implementationofthe cm initiative.
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“~ctional Area Assessment Factors

.

We evaluated key functional areas and activities based on critical success
facto= defined in Defense’sguMance forimplementing cm.i The following
section describes the factors in our assessmentsof the Department’s
progress in completing @e criticzd success factors cited in figure 1.

PSA authorityandorg~onal effectivenessDefenseguidancestates
?- thatw aretohaveauthori~andresponsibilityforthedevelopmentof

functionalobjective, analysis of the proc~, ck% ~d supporthg

informationsystems required to sadsfy those objectives; and
implementation of procm, daa and systemchangestostreamline
operationsandimprovecost+fecliveperformance.

Strategic plsn:The guidance requiresa plan forthe functionalarea that

identities the function’s objectives and significant actions that will be
taken across the entire fuxictional area over the lQ-plusyear pkmning
horizon addressed by the functional objectives, such as implementation of
Defense Management Review decisions.

Functional economic analyses (m): The guidance requires that an m
contain most ofthe elements of this rnatx-ix,including a summary of the
strategic plan for the entire functional area and for the functional activity,
performance measures,targets, data management and information system
stmtegies for the functional activity, data snd system changes needed to
support the functional process irnprovernen~ and a data and system cost
analysis.

Performancemeasures:Functionsaretodevelopperformancernessures
sothata quantifiableandvefiablebasiswillexistforassessingprogress
towardthefbnctionidobjectives.Foreachperformancexneasure,
performancetargetsareestablishedfortiefulllU-plusyearplanning
horizonofthefunctionalobjectives.

Migration system sdection and implementation: A migratkm system is an
_ Mo@on systemthathasbeen designated as the single systemk

- to support standardprocesses for a functional activity.

Business process reengixwering (ss Wto be models): These models
document how the functional activity operates now, define the baseline
environment fiornwhich change proceeds, and deiirtehow the business

willoperate inthefuture.

‘Functional Process Improvement DOD S020. 1-M (Oraft), August 1992; and Ckmge 1, JanWUY 1993,
Director of Defense Inforowhom 0s3ice oftheSemmuy ofDeff=-w2
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Apwdix fl
Fuucdo31&l Area Anseuoment Factars

Reengineered data systems (as isJtobe): This analysis documents how the
functional activiw’s data structures and n.des operate now and will

operate in the future when approved data and information system changes
have been implemented.

‘hrgetsystems:A targetsystem isB standard system within a corporate

information management functional areathathas completedthetransition
tothe~owwide standard technical environment and standarddata
definitions.

I
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